TOM DAVIS, VIRGINIA,
CHAIRMAN

DAN BURTGHN, INDIANA
CHRISTOPHER SHAYS CONNECTICUT
ILEANA ADS-LEHTINEN, FLORIDA
JOHM 8 MoHUGH, NEW YOHRE

JOHM L MICA, FLORIDA

MARK £ SOUDER. MDIANA

STEVEN C LAaTOURETTE QHID
DOUG OSE, CALIFORMIA

RON LEWIS KEMTUCKY

JOANM DAVIS VIRGINIA

TODD HUSSELL PLATTS, PENNSYLVANIA
CHRIS CAMMNON UTAH

ADAM H. PUTNAM, TLORIDA
EDWARD L SCHROCK VIAGINIA

ONE HUNDRED EIGHTH CONGRESS

Conaress of the United States

Housge of Representatives
COMMITTEE ON GOVERNMENT REFORM

HENRY A WAKXMAN, CALIFORNIA,
RAMKING MINGRITY MEMBER

TOMLANTOS, CALIFORNIA

MAJOR R OWEMNS, NEW YORK
EDCLPHUS TOWNS, NEW YORK
PAUL E. KANJORSK], FENNSYLWANLA
CAROLYN B. MALONEY. NEW ¥ ORK
ELIJIAH E. CUMMINGS, MARYLAND
OENNIS & KUCINICH, OHIC

CaMNY K. DAVIS. ILLINGIS

JOHN FTIERNEY, MASSACHUSETTS
Wi LACY CLAY, MISSCUR|

DIANE E WATSOMN, CALIFORNIA
STEPHEM F LYNCH, MASSACHUSETTS
CHRIS VAN HOLLEM, MARYLAMD
LINDA T. SANCHEZ, CALIFORNIA

JORN J DUNCAN, JA.. TENNESSEE 2157 RavBunN House OFFICE BuiLDING C.A. DUTCH AUPPE RSBERGER
JOHM SULLIVAN, GKLAHOMS MARYLAND

WASHINGTON, DC 20515-6143 e il g
TIM MURPHY, PENNSYLVAMNIA

DISTRICT OF COLUMBIA
- JINM COOPER, TENNESSEE

MICHAEL R. TURNER, OHIC Majoriry (202} 225-5074

JOHM R CARTER, TEXAS Facmim e (202) 286-3974

CHRAIS BELL, TEXAS
WILLLAM J. JANKLOW, SOUTH DAKOTA “["‘1'?"""" [ggz: igg';g; BEANARD SANDERS, VEAMONT,

MARSHA BLACKBUAN, TENNESSEE INDEPENDENT
www . house.gov/reform

MATHAN DEAL, GEORGIA
CANDICE MILLER, MICHIGAN

Opening Statement
Congressman Todd R. Platts
September 24, 2003

The Chief Financial Officers (CFO) Act of 1990 increased accountability by enacting much
needed financial management reforms throughout the federal government. Among the most important
of these reforms was the establishment of a new leadership structure for federal financial management
within the 24 largest departments and agencies as well as within the Office of Management and Budget.
The CFO Act created 24 chief financial officers for the major executive departments and agencies as
well as 24 deputy CFOs. The CFOs in the 14 cabinet-level departments, the Environmental Protection
Agency, and the National Aeronautics and Space Administration are filled by presidential appointees,
confirmed by the Senate.

On July 24, 2003, I introduced HR 2886 the Department of Homeland Security Financial
Accountability Act, along with Chairman Davis, Mr. Towns, Mr. Waxman and Ms. Blackburn. The
purpose of this bill is to ensure that the new Department of Homeland Security is subject to the same
financial management and accountability requirements as all other cabinet-level departments. HR 2886
achieves this goal by adding the Department of Homeland Security to the list of agencies that are
covered by the Chief Financial Officers (CFO) Act of 1990 and making adjustments to provisions of the
Homeland Security Act of 2002 to make it consistent with the CFO Act.

The CFOs created by the CFO Act serve as the leaders of financial management in their
departments and agencies. The Department of Homeland Security, as one of our most important
departments, should adopt this framework as well. The language in the bill will put the Department’s
CFO on the same footing as the CFOs at the rest of the cabinet-level departments by ensuring that the
Department’s CFO is a presidential appointee subject to Senate confirmation, that the CFO reports
directly to the Secretary, and that the CFO is a part of the statutorily created CFO Council. Applying the
CFO Act to the Department will also ensure that the Federal Financial Management Improvement Act of
1996, which sets important requirements for financial management systems among the CFO Act
agencies, will apply to DHS as well.

Additionally, in order to ensure the long-term financial stability of the Department from the
outset, the bill would require an opinion-level audit of the Department’s internal controls. Currently,
OMB guidance requires a report on internal controls in conjunction with annual financial audits.
Increasing the internal controls report to an opinion-level audit would help to uncover inherent
weaknesses and address those issues as business practices are being established — before they become
ingrained. While this provision is not required of other CFO Act agencies, the Subcommittee believes it
is a necessary and important step in the case of DHS.
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The manager’s amendment I am offering today removes the fiscal year 2003 waiver for the
Department’s compilation and audit of its financial statements. The amendment also delays the
requirement for the Department to obtain an audit opinion on its internal controls until fiscal year 2005.
Finally, the amendment requires the Chief Financial Officers Council and the President’s Council on
Integrity and Efficiency to complete a joint study on the potential costs and benefits of requiring all
Chief Financial Officers Act agencies to obtain audit opinions of their internal controls over their
financial reporting. These changes come about as a result of discussions with the Office of Management
and Budget and the Department.

The manager’s amendment retains key provisions from H.R. 2886 as introduced, most notably,
those pertaining to the requirement that the CFO at DHS be appointed by the President and confirmed
by the Senate and the provision that ensures that the CFO report directly to the Secretary. The newness,
size, and mission of the Department of Homeland Security call for more accountability and oversight,
not less.

The standing of the CFO position within the management structure of an agency was a key
consideration in crafting the CFO Act. In passing this legislation, the Congress sought to ensure that
financial management would be a top-level priority. To that end, Senate confirmation as well as direct
access to the Secretary was deemed essential. Not subjecting the Department of Homeland Security to
the CFO Act sets a dangerous precedent by lowering the standing of the CFO within the Department and
not requiring compliance with important financial management reforms.

Senate confirmation is an indictor of standing and influence, both internally and externally, in the
Federal government. At present, DHS is the only cabinet-level Department without a Senate-confirmed
CFO. This unique status demotes both the CFO position and the importance of financial management.

Senate confirmation has its roots in Article II of the Constitution. Requiring that the President
seek the advice and consent of the Senate for the confirmation of officers of the United States is a means
to maintain a balance of power between the President and the Senate. Furthermore, the Senate provides
an additional layer of scrutiny over the qualifications of the persons filling these important positions
who make both policy and financial decisions on behalf of the entire public.

While not a matter of law, the policy of recent administrations has been to allow only Senate-
confirmed individuals to testify before Congress while exceptions are made, so in decisions are made
arbitrarily and at the discretion of agency heads and OMB. Without Senate confirmation, it is possible
that the CFO — the person directly responsible for the day to day financial management of an entire
agency — could be barred from testifying before Congress. This policy combined with the demotion of
the CFO position at DHS will limit Congress’ ability to demand accountability from one of the most
important Departments in the executive branch.
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